RHS, RBS, RUS, FSA, USDA

354 office). Under the MOU, FmHA or
its successor agency under Public Law
103-354 will agree to provide qualified
beginning farmers or ranchers with a
downpayment loan under this section
and/or a guarantee of the balance of
the purchase price provided by the
State program. This agreement will be
subject to applicable law, loan ap-
proval requirements, and the avail-
ability of funds. FmHA or its successor
agency under Public Law 103-354 will
not charge a fee to obtain or retain a
guarantee in connection with any joint
funding under the MOU. If any changes
are made to the MOU, the Regional Of-
fice of the General Counsel (OGC) will
be consulted prior to signing the MOU.
States will send copies of signed MOUs
to the attention: Director, Farmer Pro-
grams Loan Making Division, National
Office.

(h) Program outreach. The State Di-
rector shall be responsible for publi-
cizing the Downpayment FO Loan pro-
gram, with special emphasis on So-
cially Disadvantaged Individuals, and
facilitating the transfer of retirees
farms or ranchers to eligible FO appli-
cants within the respective State. Pro-
gram outreach will include:

(1) Maintaining close liaison and at-
tending meetings with local, State and
national organizations serving the ag-
ricultural community.

(2) Providing information to commu-
nity and farm oriented organizations,
agriculture colleges, other USDA Agen-
cies and community leaders who are
active in the farming area.

(3) Use of newspaper articles, radio
announcements, and/or public tele-
vision announcements.

[58 FR 48287, Sept. 15, 1993, as amended at 68
FR 7698, Feb. 18, 2003]

§1943.15 [Reserved]

§1943.16 Loan purposes.

Loan funds may only be used to:

(@) Acquire or enlarge a farm or
ranch. Examples of items that the
Agency may authorize the use of FO
funds for include, but are not limited
to, the purchase of easements, the ap-
plicant’s portion of land being sub-
divided, purchase of cooperative stock,
appraisal and survey fees, and partici-
pation in special FO loan programs of

§1943.16

this subpart. Down payments are au-
thorized as a loan purpose subject to
the following:

(1) A deed is obtained and the trans-
action is properly documented by debt
and security instruments.

(2) Any prior liens meet the FO secu-
rity requirements for the Agency’s jun-
ior lien position.

(3) For contract purchases, purchase
contracts must properly obligate the
buyer and seller to fulfill the terms of
the contract, provide the buyer with
possession, control and beneficial use
of the property, and entitle the buyer
to marketable title upon fulfillment of
the contract terms. The deed must be
held in trust by a bonded agent until
transferred to the buyer. Upon buyer’s
default, the seller must give the Agen-
cy written notice of the default and a
reasonable opportunity to cure the de-
fault. Any sums advanced by the Agen-
cy must be repaid by the borrower.

(b) Make capital improvements. Ex-
amples of items that the Agency may
authorize the use of FO funds for in-
clude, but are not limited to, the con-
struction, purchase and improvement
of farm dwellings, service buildings,
and facilities that can be made fixtures
to the real estate. In the case of leased
property, the borrower must have a
lease to ensure use of the improvement
over its useful life or to ensure that the
borrower receives compensation for
any remaining economic life upon ter-
mination of the lease.

(c) Promote soil and water conserva-
tion and protection. Examples include
the correction of well-defined, haz-
ardous environmental conditions, and
the construction or installation of
tiles, terraces, and waterways.

(d) Pay closing costs.

(e) Refinance a bridge loan if the fol-
lowing conditions are met:

(1) The applicant obtained the loan to
be refinanced to purchase a farm after
a direct FO was approved;

(2) Direct FO funds were not avail-
able to fund the loan at the time of ap-
proval;

(3) The loan to be refinanced is tem-
porary financing; and

(4) The loan was made by a commer-
cial or cooperative lender.

[62 FR 9356, Mar. 3, 1997, as amended at 62 FR
28619, May 27, 1997; 68 FR 7698, Feb. 18, 2003]
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